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ANNUAL REPORT TO 
THE SHAREHOLDERS 


For the year ended March 31, 1968 


PROFIT 


Consolidated net profits after taxes of your 
Company and its subsidiaries for the year 
ended March 31, 1968 amounted to $477,449 
equal to $0.94 per share of common stock 
outstanding at the close of the year. In the 
previous fiscal year, consolidated net profits 
were $620,983 or $1.22 per share. This 23% 
decline in profits ts-partly the result of de- 
creased sales but more importantly, it is due |, 
to a decline in profit margins from 5.4% of 
sales in the prior year to 4.8% of sales during 
the year under review. 


DIVIDEND 


A quarterly dividend of 10 cents per com- 
mon share has been declared payable August 
1, 1968. An extra dividend of 10 cents per 
common share has been declared payable on 
the same date in respect of the year ended 
March 31, 1968. These dividends will be pay- 
able to shareholders of record at the close of 
business July 19, 1968. 


OPERATIONS 


Total revenue of the Companies was 
$32,471,476, down 8% from the $35,411,101 
recorded in the prior year. Operating income 
after cost of sales and service, selling and 
administrative expenses at $1,547,382 de- 
clined 19% from the prior year’s total of 
$1,905,246. 

Mussens branches generally experienced 
lower sales and revenues, caused by a decline 
in construction projects. The pattern was not 
uniform across the company however, and the 
Maritime provinces’ branches enjoyed some 
increase in sales volume. Although consider- 
able progress was made in reducing operating 
expenses, notably at Lachine and Quebec 
City branches, the profit contribution was 
lower than anticipated. 

Sales of our diesel engine subsidiary, Dorval 
Diesel Ltd., were greater than in the prior 
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year, and total operating revenue of this sub- 
sidiary improved proportionately. However 
expenses increased and net profits were down 
slightly from the prior year. A substantial 
order was negotiated with a major Canadian 
manufacturer and exporter of communica- 
tions equipment. This will involve the supply 
and installation of diesel engine driven electric 
generator sets and control apparatus in 
Nigeria and in Turkey. 

At Ontario Equipment and Supply Limited, 
our Ontario subsidiary, total sales and reve- 
nues were up. Total expenses also increased, 
but at a rate below that of the revenue im- 
provement and as a result, net profit was 
increased. 

Separate statements for Colborne Accept- 
ance Limited are included in this report. At 
$41,711, net income of this subsidiary shows a 
decline from $53,331 in the prior year, the 
result of a lower portfolio of contracts being 
financed. 


PROPERTIES 


Expenditures on capital account during the 
year totalled $243,219. The biggest single item 
was the 8,800 square foot extension to the 
shop and warehouse space at the Truro, N.S. 
branch, costing some $86,000. Replacements 
within the Company’s fleets of automobiles 
and trucks amounted to $79,000. The balance 
was spent on a variety of leasehold improve- 
ments, shop equipment and furniture and 
fixtures. 

Operations at Dorval Diesel Ltd. are fast 
outgrowing their available facilities. There is 
rapidly increasing profit potential in the 
servicing of diesel engines in trucks, and this 
type of work occupies considerable floor 
space. Plans have been prepared for a 9,600 
square foot extension to their Dorval shop, 
and we expect to proceed with construction 
shortly. 


INDUSTRIAL RELATIONS 


At this writing, negotiations are underway 
with a bargaining team of the United Auto 
Workers for a revised master contract for 
Lachine, Quebec City and Dorval Diesel Ltd. 
Existing contracts for these locations expired 
May 11. The parties have agreed on most of 
the issues that have been discussed, with rates 
of pay being the major remaining point to be 
settled. It is expected that a final settlement 
will be reached without disruption to op- 
erations. 

The contract with the International Asso- 
ciation of Machinists covering a group of em- 
ployees at the Sept Iles branch terminates 
November 30, 1969. 


FINANCIAL 


In September, 1967, the Company sold 
$750,000 face value of 714% Sinking Fund 
Debentures, Series E, maturing September 1, 
1987. Proceeds to the Company totalled 
$712,500 which was added to working capital. 
During the year $80,000 face value of Series 
A, $60,000 Series B, $35,000 Series C and 
$25,000 Series D debentures were purchased 
in the open market and lodged with the 
trustee for cancellation in satisfaction of sink- 
ing fund requirements. 


INVENTORIES 


The Company has reclassified its inventories 
of used machines into two distinct categories, 
namely rental machines and used machines. 
The new classification for used machines in- 
cludes items taken in trade against new sales, 
items repossessed from defaulted contracts 
and items purchased as used machines. In 
February of 1968 the Company purchased a 
large spread of used machinery at the com- 
pletion of a major construction job. Most of 
this equipment had been sold by the Company 
a few years previously. In spite of this increase 
in the “used machine”’ category, the fact that 
this category represents only 11% of total 
inventories is healthy, and at this writing more 
than half of this special lot purchase has been 
resold. 

Total inventories, which had been reduced 
by $838,339 during the prior year, rose by 
$1,024,843 to $15,988,561 during the year 
under review. At Ontario Equipment and 
Supply Limited, inventories of types of rental 
equipment in current high demand increased 
$676,743. At Dorval Diesel Ltd., primarily 
due to extended supplier delivery time, 
inventories were increased $382,542. At 
Mussens, inventories declined modestly by 
$34,442. 


THE BOARD OF DIRECTORS 


Mr. F. E. Newman, who was chief exe- 
cutive officer of the Company from 1942 until 
1956, and who has been Chairman of the 
Board since then, will not be standing for re- 
election this year. Mr. C. F. Ritchie who 
retired as Controller of the Company in 1957 
tendered his resignation as a Director in 
March 1968. Your other Directors have 
recorded their appreciation of the long and 
valuable service of both to Mussens. It is not 
the present intention of the Company to fill 
the two vacancies thus created. Accordingly 
the meeting to be held in July, 1968 will be 
constituted as both an annual and a special 
general meeting of the shareholders, and you 
will be asked to approve an amendment to 


By-Law VIII reducing the number of 
directors of the Company from nine to seven, 
and introducing a mandatory retirement age 
for Directors of 70 years. 


OUTLOOK 


Sales volume during the first quarter of the 
new fiscal year has been down somewhat from 
the level achieved during the same period of 
fiscal 1968. The immediate future appears 
clouded with some uncertainty, particularly 
in the construction field, although the un- 
precedented rate of housing construction in- 
evitably will bring in its wake an increase in 
water, sewer, street and associated services 
construction. 

Forecasts of total construction activity sug- 
gest an increased investment program in East- 
ern Canada. The same pattern is predicted 
for engineering-type construction, which em- 
ploys an important volume of the goods and 
services handled by your Company. 

Sales to industrial companies and to mines 
continue to represent a growing proportion of 
our total volume and this phase of our 
business gives grounds for encouragement in 
the immediate future. Outlook for the inter- 
mediate and long term remains optimistic in 
the light of the predicted growth of the Cana- 
dian economy, particularly in the markets 
served by Mussens. : 

Your Company has been studying oppor- 
tunities for growth and further diversification 
by acquisition and/or merger. A number of 
possible developments are presently being 
discussed and analysed, and others are being 
brought to our attention from time to time. 
We plan to continue our search in this matter. 
One very interesting possibility relating to Air 
Cushion Vehicles has been the subject of 
considerable interest and investigation but 
since negotiations have not yet reached the 
conclusive stage, it would be premature to 
release any details at this time. 

The loyal support and contributions of 
Company personnel are deeply appreciated, 
and encourage management to view the future 
with confidence. 

On behalf of the Board of Directors, 


PRESIDENT 


CHAIRMAN 
June 21, 1968. 


LIMITED — AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


March 31, 1968 (with comparative figures for 1967) 


ASSETS 


CURRENT ASSETS: 


Inventories (Note 2) 


Prepaid expenses 


TOTAL CURRENT ASSETS 


INVESTMENT IN FINANCE SUBSIDIARY 
NOT CONSOLIDATED (Note 1) 


FIXED ASSETS, AT COST LESS 
DEPRECIATION (Note 3) 


See accompanying notes to financial statements. 


Approved on behalf of the Board: 
F. E. Newman, Director. 


C. J. JAcKson, Director. 
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1968 
67,448 
4,979,623 
544,869 
15,988,561 
45,147 


21,625,648 


29,893 


415,832 


1,548,035 


1967 
111,541 
5,099 392 
562,657 
14,963,718 
42,186 


21,379,454 


31,67! 


374,121 


1,524,940 


$23,619,368 


23,310,206 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Premmmreemist(SCCULEd) 2.0. 2s ee 
Mamemee mIsH(GECUITC): ios GA ert See a ee 
mecaumis payable and accrued expenses. .......4.4.4..- 
Accounts payable — instalment payment basis (secured). . .. . 
Mieemtemaxes payavle (Note 4)... ns ee we A 
Ee EP DIC Ge ef os ate a al ek BR ee aS 
Penemermedent due within one year... . 1 % ss % 6 6 ee 8 


Mimcmemimance sUOSIdiaty . . . 6.6. ee ET ee 


PeoveateGURRENT LIABILITIES. .. .. . 2. 6. snus 


pemeemenive DEBT (Note'5) «2. 6 6 wee ke 


SHAREHOLDERS’ EQUITY: 


ME TOCKREN OLE O) ioc. o. ice gh arte a thea A wa ew ae 


Retained earnings per accompanying statement. ........ 


mOTAL SHAREHOLDERS’ EQUITY ..~ .....:545:5 


Contingent liabilities (Note 9) 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Mussens Limited and subsidiaries as of March 31, 1968 and the consolidated statements of 
income and retained earnings and source and application of funds for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the company and subsidiaries at March 31, 1968 and 
the results of their operations and the source and applicatior of their funds for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


Montreal, Que. 
June 7, 1968. 


1968 
$73,299,738 
2,268,443 
2,268,942 
5,707,389 
248,078 
195,873 
240,169 
140,760 


1967 
3,894,891 
ZIG NLZ 
2,419,805 
4,113,178 

890,020 
295,724 
212,92) 
283,347 


14,369,392 
4,067,281 


430,230 
4,752,465 


5,182,695 


$23,619,368 


14,767,402 


3,099,950 


430,230 
4,552,624 


4,982,854 


23,310,206 


PEAT, MARWICK, MITCHELL & CO, 
Chartered Accountants. 


LIMITED - AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


March 31, 1968 


1. BASIS OF CONSOLIDATION: 


The consolidated financial statements include all subsidiaries except a wholly owned finance company 
which is carried at cost plus the earnings accumulated subsequent to its acquisition. 


The accounts of Ontario Equipment and Supply Limited have been closed as of December 31, 1967 
and the consolidated financial statements include the assets and liabilities and the results of operations and 


source and application of funds of that company for the year then ended. 


2. INVENTORIES: 


BASIS OF VALUATION 
Lower of cost or estimated realizable values as 
appraised by management 


New machines 


Rental machines* ¢ ; 
aca Estimated realizable values (which are less than 


Used machines cost) as appraised by management. ...... 


Parts Valued at suppliers’ current list prices plus duty, less 
estimated dealers’ discounts, obsolescence and 
allowance for price increases 


eRe” bey) fe Ker fe fee Vey te) 


Work in progress 


*Not previously segregated 


3. FIXED ASSETS, AT COST LESS DEPRECIATION: 
Buildings 


ee Wel er ep em eh ie cei Fiele led xe; Fors ‘ol ser ute Scel Gmevs prermta™ core -ce\ehuel Wilelmoumm (6) velln*e” te puumre 


Shop and office equipment. 


ef ish gee © se ee ist ue) el joy etl) dee. ie 


Transportation equipment . 
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4. INCOME TAXES: 


1968 1967 
$ 3,860,346 3,357,322 
6,644,578 x | 
1,785,291 ( 2° 
3,384,814 3,530,009 
313,532 413,822 
$15,988,561 14,963,718 
$ 769,741 674,087. 
1,147,815 1,088,826 
501,134 580,176 
2,418,690 2,343,089 
1,231,882 J, 184o7a 
1,186,808 1,158,516 
246,894 246,894 
114,333 119,530 
$ 1,548,035 1,524,940 


The provision for income taxes has been based on claims for depreciation as allowed under the Income Tax 
Act, which allowances are not materially different from those charged in the accounts. In previous years 
these allowances were in excess of the amount charged in the accounts and the cumulative amount by 


which the tax liability has been reduced is approximately $107,000. 


5. LONG TERM DEBT: 

644% sinking fund debentures, Series ““A”’, due February 1, 1972. 

634% sinking fund debentures, Series “‘B’’, due December 1, 1975. . . . . 
614% sinking fund debentures, Series “C’’, due July 2, 1984 
614% sinking fund debentures, Series “‘D’’, due July 2, 1985 
714% sinking fund debentures, Series “‘E”’, due September 1, 1987 


ene: «ee fe ye; Ne 


ei cer Ue, Te) ce 4) Me: 


Less annual sinking fund requirement (included in current liabilities) 


Mortgages on land and buildings (less $15,169 included in current liabilities) 


6. CAPITAL STOCK: 


Cumulative redeemable preferred shares of vee 00 par value per share. 
Authorized 40,000 shares. 


Common shares of no par value. Authorized 600,000 shares; issued 509,595 
erates — stated Valle Go. ae Gc cs See ee a 


7. RETAINED EARNINGS: 


1968 1967 
$ 370,000 450,000 
580,000 640,000 
1,395,000 1,430,000 
950,000 975,000 
750,000 — 
4,045,000 3,495,000 
225,000 200,000 
3,820,000 3,295,000 
247,281 264,950 
$ 4,067,281 3999.90 
$ 430,230 430,230 


Included in retained earnings is an amount of $81,070, representing the excess of book value of assets of a 
subsidiary company at date of acquisition over cost of investment therein and contributed surplus of 


$30,424, which amounts were unchanged during the year. 


8. CONTRACTUAL OBLIGATIONS: 


The company premises in Montreal, Fredericton and Sept Iles are occupied under long term net leases, 
requiring annual rental payments of $163,000. Under the terms of these leases the company has options 


to purchase the properties. 


9. CONTINGENT LIABILITIES: 

The company is contingently liable for: 
Customers’ lien notes discounted 
Legal action (which in the opinion of legal counsel has been prescribed) 


Guarantee of finance subsidiary bank loan 


ei coterie cen ef eh ee eo Se lex oe) em ier je, 9: Seip “ie! 40 ep fe a oe 
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$2,900,000 
240,000 
416,900 


$3,556,900 


Ciiussens > LIMITED - AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


Year Ended March 31, 1968 (with comparative figures for 1967) 


1968 


Sales including income from rentals and service and miscellaneous revenues | $32,471,476 


Cost of sales, service, selling and general administrative expenses . . . . | 30,924,094 


Operating income before deduction of the following items . . . 1,547,382 


Depreciation and amortization=.. ." -)a22 ee ee 170722 


Directors’ remuneration — 


as Officersan: |. Goro wee eee a 183,234 


5,850 
359,806 
Opérating: income.) = Ze ee ee ee 1,187,576 
Debenture interest... ss ee eee 256,838 


930,738 


495,000 


435,738 


Net income offinance subsidiarye: ou. sete ema en 41,711 


Net tacome: So) 2.9 es ee ee en ee 477,449 


4,552,624 


5,030,073 


Deduct: 
Dividends: paid wer y catree seca nme es eet re ae 
Debenture discounti— nett... =. oc eae 


242,058 
395550 


277,608 


Retained earnings at end of year (Note 7) . 


ofan Be Se; et. (ee ves 16) ee re? ee 


$ 4,752,465 


1967 


35,411,101 
33,505,855 
1,905,246 


172,721 
183,833 
3,600 
360,154 
1,545,092 
234,797 
1,310,209 


742,643 
567,692 
Re Bele: 


620,983 


4,133,452 
4,754,435 


203,838 
(2,027) 


201,811 
4,552,624 


See accompanying notes to financial statements. 


LIMITED - AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


Year Ended March 31, 1968 (with comparative figures for 1967) 


Funds provided: 
From operations: 


ICS EINCMEE EE fr, Wh Sal ee a lees SZ as, meee Gee 


477,449 
179,388 


620,983 
148,723 


Mortar unds Provided. 0) 2) nya a te ew 1 


656,837 


712,500 
40,736 
1,838 


ar Ol 


769,706 


160,367 
(31,691) 


898,382 


Used as follows: 
eC I SCHOLSEEX CO ASSCUS apie ARs ius “eee Os, Wer ids” sees 
MCN GE ONE a, Aa iS fA sn he oe a we be ge, ee eS 


Repayment of long term debt (net of debenture discount: 1968, $1,950; 
OD, OTIS RIE RET GEO eae 0k SE oar tO a a 


Increase in investment in unconsolidated finance subsidiary 
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243,219 
242,058 


240,719 
41,711 


767,707 


644,204 


149,462 
203,838 


222,041 
53,331 


628,672 
269,710 


See accompanying notes to financial statements. 


COLBORNE ACCEPTANCE LIMITED 
BALANCE SHEET 


March 31, 1968 (with comparative figures for 1967) 


ASSETS: 1968 1967 
Cash. ce ee ey grec a $ 64,822 103,055 
Notes and accounts receivable: 
Maturing withincOne year - sssssn cn cunt) ects oot 555,017 1,079,818 
Maturing after omesyear.. a anys eet wees ae et oe 183,359 155,408 
738,376 1,235,226 
Special refundable: tax acl aaa) eee aoe tes 1,218 1,200 


Due from: parenticompany ee ss er eee rere ee 140,760 283,347 


$945,176 1,622,828 


LIABILITIES AND SHAREHOLDERS’ EQUITY: 


Bank Joan: (Secured). 2.50 de hs tees ecco ae cee ees ere ee Ca TS es Po $416,900 486,025 
Notes payable (secured) in alse fo eet ee oe sss ee ene ae — 653,480 
ACCPUETWEXPENSES! GARR UR Ge fou wi ow oceans ae ee eo oe ane 914 800 
Income taxes payables” e270 °5 fh ey Gy eh eo co con eens es eccentric 19,979 39,670 

437,793 1,179,975 
Deferred revenues,  s8 si eye, Gs ee en ete on a 91,551 68,732 


Shareholders’ equity: 
Capital stock: 


6% non-cumulative redeemable preferred shares of $10.00 par value per share. Author- 
ized 16,450 shares. 


Common shares of no par value. Authorized 241,500 shares; issued 100,000 shares . . 100,000 100,000 
Retainedicarnings per accompanyAnsysta Len cia teams nem are enn ne 315,832 274,121 


Total:shareholders? equity" samen ieee ny ee ee eee 415,832 374,121 
$945,176 1,622,828 


Approved on behalf of the Board: C. J. JACKSON, Director. 
G. R. Duncan, Director. 


STATEMENT OF INCOME AND 
RETAINED EARNINGS 


Year Ended March 31, 1968 (with comparative figures for 1967) 1968 1967 
Income: 
Interestiearned s fess oa as ec eee eee cc cen ae ee ee $107,847 127,852 
Expenditure: 
Intéreston loans genes crea lee ee ee en ee ee era 31,702 31,022 
Rarenticompanygaaininisita ti omec liana meme sin sinatra est a a 1,000 1,000 
General expenses and bankxcharges..-.) 4) 3 tse) cee eee 2,904 32599 
35,606 35,621 
INet:incomesbeforestaxesi ite saci re key enone ee ae 72,241 92,231 
TnCOmMe: taXES, 25 Ss toe anise cok se er ba EST et Eee eee Es mene Baal eee at 30,530 38,900 
INGE inCOme 0. 2 sce8 Ob cans kh See ies tn at oat ce se ene ee AM TAlil D339 
Retamediearnin gsratabeginmin 210 fh yc alm ma gral inren cinnmntr nr 274,121 220,790 
Reétamed earnings at-end of year. 4s 4 2 a ee eee $315,832 274,121 


AUDITORS’ REPORT TO THE SHAREHOLDERS 

We have examined the balance sheet of Colborne Acceptance Limited as of March 31, 1968 and the statement of income and retained earnings 
for the year then ended. Our examination included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position of the company at March 31, 1968 and the results of its operations for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Montreal, Que., June 7, 1968. Chartered Accountants. 
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